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Question of War 
Debts Arises Again 


France and England Ask for Debt 
Moratorium Looking Forward 
to Downward Revision 


WAITED TILL AFTER ELECTION 


Other Debtor Nations May Join 
in General Movement for 
New Settlements 


The problem of the debts owed to the 
United States by foreign governments has 
again become acute. Great Britain and 
France—two countries which together owe 
the government of the United States $7,- 
000,000,000—have addressed notes to the 
Department of State asking that they be 
permitted to postpone the payments which 
are due on December 15 and suggesting 
the necessity of a revision of the terms on 
which these debts are to be paid. It will 
be observed that this request came imme- 
diately after our election. That was not 
a mere accident. The foreign governments 
did not wish to raise the question while the 
presidential campaign was under way. If 
the debt issue had been brought up at 
that time, the whole matter would have 
been thrown into politics. Each party and 
each candidate would have been obliged to 
give consideration to what the voters 
thought about it and the candidates might 
have committed themselves definitely to 
some course of action about debts so that 
our government would not have had a free 
hand to negotiate after the election was 
over. 

The Present Issue 


But with the election out of the way, 
the issue has been raised and it must soon 
be met, for on December 15 the semi- 
annual installments of debt payments are 
due, involving a little more than $123,000,- 
000 from the debtor governments—Bel- 
gium, Czechoslovakia, Estonia, Finland, 
France, Great Britain, Italy, Latvia, Lith- 
uania and Poland. Part of these payments 
are to retire the principal of debts owed to 
this country, but the greater part comes in 
the form of interest payments. The presi- 
dent has a right, in case of emergency, to 
give the debtor governments more time in 
the making of payments on the principal of 
the debts but the consent of Congress must 
be had before payments of interest can be 
postponed. Congress meets on the fifth of 
December and the payments are due on 
December 15, so there will have to be 
quick work if debt postponements are to 
be arranged. 

The requests for reconsideration of the 
debt question and revision of the terms 
upon which the debts are paid to us has 
been expected. It does not, therefore, 
come as a surprise. It does come, how- 
ever, as unwelcome news to those who are 
responsible for the collection of taxes in 
this country. Our government has not 
been able during recent months to meet its 
expenses. It has been running more heav- 
ily into debt each month. A deficit has 
been accumulating because it has been nec- 
essary for the treasury to borrow in order 
to pay current expenses. At a time, then, 
when every expenditure is being watched 
closely, when attempts are being made to 
cut down expenses, and when every source 
of additional revenue is being examined, 
there comes this possibility of losing $123,- 

(Concluded on page 8, column 1) 
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A LITTLE BOOST FROM BEHIND WOULDN'T HURT RIGHT NOW 











General Upward Business Trend Noted After 


Several Weeks of Pre-election Uncertainty 





By Harotp G. MouLtTon 


The weeks immediately preceding the 
election, as is commonly the case, were 
marked by uncertainty in the financial 
markets. Between the first of September 
and the date of the election the prices of 
all classes of securities, both stocks and 
bonds, declined rather severely. In fact, 
stocks lost nearly half of the large gains 
made between the first of July and the 
first of September. However, in the week 
ending November 12 there was a substan- 
tial increase in the prices of all classes of 
securities. 

It is probably true that some rise would 
have occurred regardless of the outcome 
of the election simply because of a natural 
tendency on the part of people who wish 
to buy securities to await the outcome of 
an important event such as the election. 
The fact that the Democratic victory was 
so sweeping in character as to give us not 
only a Democratic president but a Demo- 
cratic House and Senate was also reassur- 
ing. There is nothing so bad as party divi- 
sion as between the Executive and Con- 
gress, or as between the House and Senate. 
With a united government, the chance for 
constructive policies is greatly improved. 

In the weeks just before the election an- 
other disturbing factor was a renewed de- 
cline in prices of agricultural products, 
particularly wheat and cotton. In fact, 
the prices of wheat on the Chicago Board 
of Trade, the greatest market in the coun- 


try, reached the lowest point in all our his- 
tory. As in the case of stocks there has 
been a substantial improvement since the 
election. Cotton has also risen materially 
from the low level of recent weeks. In 
fact, the price of cotton on November 11 
was slightly higher than a year ago. 

It is most interesting and most encour- 
aging to note that while the security and 
grain markets were declining in the weeks 
before the election the trend of general 
business was nevertheless favorable. The 
increase in production which began in nu- 
merous lines in August has been continued 
in most cases through September, October, 
and November to date. This is clearly in- 
dicated by many so-called indices of busi- 
ness. The production of bituminous coal 
has increased steadily since June, and at 
the end of October was equal to that of the 
preceding October. Railroad freight car 
loadings increased weekly with scarcely an 
interruption from June to the end of Octo- 
ber. Steel production, which is measured 
in terms of the percentage of capacity of 
steel plants, increased from a 13 per cent 
rate at the end of July to a 19.5 per cent 
rate for the first week in November. Pig 
iron production increased from an average 
daily output of 17,115 tons in August to 
20.800 tons in October. The most remark- 
able improvement is shown in the textile 
industry, including cotton, woolen, and silk 

(Concluded on page 2, column 4) 


Higher School Cost 
Raises Tax Problem 


New Sources of Revenue Must Be 
Obtained if Rapidly Increasing 
Demands Are to Be Met 


EDUCATION WEEK STRESSES NEED 


Many Schools Are in Difficult 
Straits Owing to Greatly 
Depleted Funds 


The twelfth annual American Educa- 
tion Week was brought to a close on No- 
vember 13. Each year at about this time 
a special drive is made to focus the na- 
tion’s attention on its educational system, 
in order that the public may better un- 
derstand the needs of the schools through- 
out the country. American Education 
Week is sponsored by three organizations— 
the National Education Association, the 
American Legion and the United States 
Office of Education. 


More Attending Schools 


The observance of American Education 
Week in 1932 was of special importance. 
This year, more than ever, it is necessary 
that the people recognize the situation con- 
fronting the schools—the problem of fi- 
nancing education. The depression has led 
to a marked increase in school enrollments 
as Many young people have remained in or 
returned to school when, in normal times, 
they would have sought work. It is esti- 
mated that two and a half million young 
people would be added to the present ranks 
of the unemployed were it not for the in- 
crease in school attendance which has taken 
place during the past ten years. 

But the depression has had another ef- 
fect. Just as it has increased school at- 
tendance it has decreased school revenues 
and it is more than ever difficult for the 
educational system to make ends meet. Re- 
cent figures indicate that in 1932 school 
budgets were four per cent lower than in 
1931 and that in 1933 they will be eight 
per cent lower than in 1932. This means 
that over the space of two years the schools 
will find themselves forced to do without a 
little more than one-eighth of the revenue 
they have been accustomed to receiving. 

This situation offers a marked contrast 
to that which existed in previous times of 
depression. During the business recession 
of 1873 to 1879 school expenditures rose 
about 53 per cent. School terms became 
longer. high schools were founded and laws 
providing for compulsory education en- 
acted. And during the depressions of 1893, 
1907 and 1921 there was no decrease in 
school expenditures. The present period 
of economic inactivity is, therefore, the 
first which has produced financial handi- 
caps for the schools. 

In some localities the lack of funds has 
proved so serious that school terms have 
had to be shortened, teachers’ salaries have 
been reduced (in some cases not paid at 
all) and many programs for expansion in 
the way of new buildings and added serv- 
ices have been temporarily abandoned. 
Schools in practically every part of the na- 
tion are badly in need of funds in order 
that they may effectively carry on their 
work, 

Costs Increasing 


And even more important than this im- 
mediate need is the fact that the cost of 
education will almost certainly be greatly 
increased within the next few years. Gen- 
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eral school attendance has risen by 34 per 
cent since 1914. High school attendance 
has doubled during the past ten years. To- 
day there are over 4,000,000 high school 
students in the United States. There are 
more than 24,000,000 grammar school pu- 
pils. Estimates are made that 55 per cent 
of these grammar school children will en- 
ter high schools. More and more people 
are coming to the realization of the advan- 
tages of higher education. 

The great problem is, therefore, how to 
find the money with which to finance our 
rapidly growing system of education. Nat- 
urally, it must be secured through taxa- 
tion in one way or another. The changing 
of the system of free public schools is not 
even discussed, so definitely are we com- 
mitted to the principle of free education. 
It is generally agreed that the schools must 
be kept up and that the necessary funds 
must be raised through taxation. 

But, Mr. Average Citizen will complain, 
how are we going to obtain this money? 
Are we not now paying about as much as 
we can in taxes? Are we not faced with 
a huge deficit in the budget of our federal 
government, in the budgets of many state 
governments and are not a number of local 
governments practically bankrupt? All 
this is doubtless true and it necessitates a 
close study of the costs of education and 
of the system of taxation which must raise 
the necessary money. If the costs are 
found to be justified, adequate sources of 
revenue must be found to meet them. 


School Expenditures 


What does education cost the taxpayers 
of this country each year? The latest 
available estimate applies to 1930 and 
places the figure at $2,615,068,177. This 
includes all tax-supported public schools 
of elementary, secondary and collegiate 
classification. It amounts to 3.35 per cent 
of our national income of $78,000,000,000 
which is the total amount received by peo- 
ple in the form of wages, salaries, profits, 
interest and so forth. 

The total cost of our federal and our 
state and local governments amounted in 
1930 to $10,266,128,561 or 13.17 per cent 
of our total national income for that year. 
It is thus apparent that education (3.35 
per cent of the total 13.17 per cent of na- 
tional income collected in taxes) is one of 
the major functions of government. As 
shown on one of the charts on this page it 
is the largest single item of general govern- 
mental expenditure if we leave out charges 
for debt retirement and interest payments 
which are fixed charges and not ordinary 
expenditures. To put it more concretely, 
out of every dollar used for ordinary ex- 
penditures by the federal, state and local 
governments 24 cents is for education, 21 
cents is for protection or police systems, 
19 cents for highways, 9 cents for social 
welfare, 7 cents for general government 
and the balance of 20 cents for numerous 
minor items. 

But while education constitutes the ma- 
jor item of governmental expenditure we 
come upon a different story when we com- 
pare it to other items of expenditure—not 


by governments but by the people them- 
selves. As indicated by another drawing 
on this page, education costs much less 
than life insurance, building construction 
and passenger automobiles. This must not 
be taken to mean that more money should 
necessarily be spent on education than on 
life insurance, for example. It simply 
illustrates that while education ranks high 
among governmental costs it does not do 
so among other expenditures of the gen- 
eral public. 

It does not seem that the schools are be- 
ing extravagant. On the contrary, the com- 
plaint appears to be on the other side. We 
hear many stories of crowded classrooms, 
poorly ventilated and otherwise inadequate 
buildings, underpaid teachers and services 
which must be abandoned because of a lack 
of funds. Perhaps here and there savings 
could be effected, but generally it may be 
stated that the educational budget cannot 
be balanced or met with economy. 


Tax Question 

How then are the additional funds to be 
secured? This is a problem which is be- 
ing closely studied by thoughtful educa- 
tional leaders and students of public fi- 
nance. It is thought that the time is com- 
ing or has even arrived when our whole 
system of taxation will have to be re- 
vamped. Certainly, in this period of de- 
pression, governments have not been able 
to secure the funds they need. Income 
tax receipts have fallen off due to depleted 
incomes. In many cases property taxes are 
not being paid because property owners are 
unable to defray tax expenses. During the 
last session of Congress a number of new 
“nuisance” taxes were levied and these 
have failed to produce the required reve- 
nue. New ways of taxation must be sought 
and this is the problem which Congress 
must consider when it meets in December. 


At present the federal, state and local 
governments impose six principal kinds of 
taxes upon the citizens. These sources of 
revenue must be examined in order to de- 
termine if they may be increased or if 
they should be decreased because of pos- 
sible injustice to the taxpayers. The larg- 
est tax is the general property tax levied 
widely by state and local governments as 
a means of raising revenue. Property may 
be either in the form of real estate or it 
may be personal—immovable or movable. 
States and localities vary as to the propor- 
tion in which they levy taxes on real and 
personal property. In some cases both are 
taxed at the same rate and in others real 
property is subject to higher taxation than 
personal. The difficulty, and, many hold, 
the injustice in this form of taxation is that 
real property cannot be moved and there- 
fore cannot escape taxation while personal 
property can. It is possible to conceal, or 
remove personal property to another state 
where the tax is less. Thus, owners of per- 
sonal property are in a better position than 
owners of real property who must pay. 
Likewise, the property tax often falls on 
the shoulders of people who really cannot 
afford to pay it. There are many farmers, 


for example, who do not have the money 


to pay their taxes. These people hold that 
they should not be made to bear such a 
large. share of the burden and that those 
better able to pay should relieve them. 


Income Tax 

The second important source of taxation 
is the income tax. The federal and a num- 
ber of state governments make use of this 
tax. The theory of the personal income 
tax is that, levied according to the capac- 
ity of the individual to pay, it furnishes a 
just source of revenue. In prosperous 
times the income tax seemed adequate to 
our needs but during the depression it has 
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not proved so. Income taxes were increased 
by the last Congress but they have not 
furnished the needed additional revenue. 

Third, the sales tax has been strongly 
advocated as a source of national revenue 
and is being used by some of the states. 
This tax would increase the cost of the 
things people buy and furnish revenue to 
the government in accordance with the 
amount of money spent. The gasoline tax 
is an example of this kind of taxation. 
Congress will most likely consider the sales 
tax when it meets and it is thought that 
possibly it will be passed. 

Finally there are such forms of taxation 
as the severance tax—a levy on natural re- 
sources like coal and oil when they are 
taken out of the earth—the business in- 
come tax, imposed on business concerns 
just as the income tax falls on individuals, 
and the inheritance tax, a levy on property 
transferred through the death of a person. 
These main sources of taxation are the 
ones which most probably will have to be 
readjusted and increased in order to meet 
the growing cost of government and to 
take care of the needs of the schools. 





RECENT BUSINESS TRENDS 


By Harotp G. Moulton 





(Concluded from page 1, column 3) 
goods. The cotton industry has been op- 
erating in fact at close to a normal rate. 

These increases in production have re- 
sulted in a considerable increase in employ- 
ment. The figures of employment for 
September show a substantial increase over 
July and August, and the preliminary re- 
ports for October indicate a further in- 
crease in the number of individuals on in- 
dustrial payrolls. 

It is necessary in considering these facts 
as to the improvement which has occurred 
to bear in mind that their importance 
might easily be exaggerated. In nearly ev- 
ery line the production is still much below 
levels of a year ago. All that can be said 
is that we have been headed definitely for- 
ward for some months, and that there is 
reason to hope for continued gradual im- 
provement. 

We have thus far been considering only 
the American situation. In foreign coun- 
tries the situation also appears on the 
whole to show improvement. This is re- 
vealed in part by an extension of American 
exports and it is also indicated by direct 
business reports which reveal improve- 
ments in various countries comparable to 
those which have occurred in the United 
States in recent months. 

If the war debt problem can be satisfac- 
torily adjusted in the course of the next 
few months, and if at the same time new 
agreements can be worked out with refer- 
ence to tariffs and trade treaties, we will 
then have reason to hope for a material ex- 
pansion in international commerce. This 
would have a very stimulating effect upon 
American prosperity because it would first 
of all tend to increase the prices of agri- 
cultural products and thus to restore pros- 
perity in the great agricultural areas of this 
country. 
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Russians Celebrate Birthday of Soviet Government 





A Great Transformation Has Been Brought 
About in That Nation in Fifteen Years 
of Communist Rule 


The Russian people have been celebrat- 


ing the birthday of their government this 
month. A great revolution occurred in 
Russia fifteen years ago. Those who 
seized the power were called Bolshevists, 
or Communists. They established a gov- 
ernment unlike that which is to be found 
anywhere else in the world. They set out 
at once to do away with private property. 
Their idea was that factories and railroads 
and shops of all kinds, and the warehouses 
and retail stores, and all other business 
establishments should be owned by all the 
people and that they should be run by the 
people’s representatives, or in other words, 
by the government. Everyone should work 
for the government and receive wages. 
With these wages the people were to buy 
materials of all kinds, these materials being 
produced by the government. 

A few leaders from the working class 
soon had power in their hands. They 
were organized into a party, called the 
Communist party. This party is more like 
a lodge, or fraternal order, in some re- 
spects than it is like one of our political 
parties. One cannot belong to it unless he 
has been accepted by those who are al- 
ready members. Those who own property 
and make their living from it cannot be 
members of the Communist party. In fact, 
there are only about 2,500,000 members of 
the party in the country and the total 
population is 160,000,000. Only about one 
person out of sixty-five in Russia is a 
Communist. And yet the Communist party 
controls the government. Those who are 
not Communists are not allowed to hold 
office. They are not allowed to express 
their views freely. Power is kept in the 
hands of this party in order that the gov- 
ernment may not be overthrown and that 
the experiments in the control of industry 
may not be given up. 

If we examine this government more 
closely we find that Russia is not one 
unified nation. There are really six repub- 
lics in the territory which was formerly 
the Russian Empire. Each of these repub- 
lics is governed by a congress. The con- 
gress is composed of members elected by 
the people in the cities and the villages 
and the towns, or rather by those of the 
people who belong to the Communist 
party. The congress in each of these re- 
publics sends delegates to an All Union 
Congress which meets at Moscow to gov- 
ern all the Russians. Russia as a whole, 





then, is a confederation 
of republics. It is called 
the Union of Soviet 
Socialist Republics. That 
is the official name of 
the country which we 
think of as Russia. But 
it must not be forgot- 
ten that in this general 
government, as in the 
six different republics, 
real power rests with 
the Communist party, 
or rather with a few of 
the leaders of that 
party. The head of the 
party at present is 
Josef Stalin, and he is a 
dictator in Russia, much 
as Benito Mussolini is 
the dictator in Italy. 
The government of 
Russia is developing all 
the industries of the 
country as rapidly as it 
can. Four years ago the 
leaders of the govern- 
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LOOKING OUT FRCM THE WINDOW OF THE MOSCOW HOTEL 


This photo was taken on May Day, 1932, and shows the large crowds assembling for the spectac- 


ular march through the Red Square before Lenin’s tomb. 








ment came together and 
worked out detailed plans for the develop- 
ment of each industry. They decided, 
for example, just how much machinery 
could be produced and just how much this 
production might be increased year by 
year. They made the same plans about 
the production of wheat and other agri- 
cultural products, about the building of 
equipment for the railroads, about the 
establishment of factories for the making 
of all kinds of goods. They looked ahead 
five years in the making of these plans 
and figured out just how much production 
could be increased year by year for five 
years in the case of all industries. They 
figured out, further, exactly how they 
should go about it to develop these differ- 
ent industries, how many workmen should 
be trained for each, and so on. 

This plan for the development of in- 
dustries over a period of five years was 
called “The Five Year Plan.” It is im- 
possible to say how well the plan has 
succeeded. Some of the industries have 
been developed greatly. Production has 
increased according to the plans. In other 
cases there have been disappointments. 
Probably, on the whole, the plan has 
worked better than most people outside 
Russia thought it would. But whether the 








TEACHING THEM TO BE COMMUNISTS 
The government sends teachers to remote parts of the coun- 
try to teach children whose parents never had a chance to 


learn to read and write. 
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Russians can keep on 
developing all their busi- 
ness enterprises accord- 
ing to prearranged plans, 
remains a question which 
the future must answer. 
Many changes are 
certainly being made in 
the lives of the Russian 
people and the way they 
carry on their activities. 
The courts are unlike 
those in most other 
countries. They are 
much more informal. In 
making decisions, judges 
and juries do not feel 
themselves bound by 
rules, or by fixed laws, 
as is the case elsewhere. 
If a man is accused of 
crime, he comes before 
a judge; his accusers tell 
their story; the man 
who is accused tells his. 
The judge does not act 
according to rules of 
law. Perhaps he has 
never studied law at all. 
He simply decides the 
case in accordance with 
what his common sense 
tells him is justice. 
The government has 





not provided enough houses in the cities so 
that the people can be well cared for. In 
many cases several families live in a 
single small apartment. Perhaps the situ- 
ation is no worse than in the slums of our 
cities. It is no worse, probably, than that 
which prevailed in Russia before the revo- 
lution. The poorest people live better 
than they have lived before. But the 
class of people who were formerly well-to- 
do are obliged to come down to the stand- 
ards of the poorest. The government en- 
courages the people to eat all their meals 
in community kitchens which have been 
set up in all factories. It discourages them 
from coming together as families, having 
their meals in their own homes. 

Leaders among the Communists are try- 
ing to educate the people away from going 
to church. In order to understand this 
attitude we must remember that the czar 
was at the head of the church in Russia be- 
fore the revolution. The religious leaders 
nearly always supported the czar and his 
government. They discouraged the people 
from engaging in revolution. Hence the 
Communist leaders fear that the priests 
of the church will preach against the revo- 
lution and will try to restore the old gov- 
ernment. So these Communists are trying 
to lead the people away from the church. 

Do the Russian people like their ex- 
periment? The answer seems to be that 
some of them do and others do not. Many 
of the older people, especially those who 
used to be wealthy, or at least well-to-do, 
look back with longing to what they con- 
sider “the good old days.” They miss the 
old freedom they used to enjoy and the 
luxury which they had, but which they 
have no longer. Most reports coming out 
of Russia declare, however, that a large 
number of the younger people are enthusi- 
astic about the new Russia. They believe 
that they are creating a new kind of so- 
ciety and that after it is firmly established, 
the standards of living will be higher 
among the common people than elsewhere. 
Competent observers who have studied the 
situation in Russia are inclined to with- 
hold judgment as to whether the Russians 
will succeed or fail in the governmental, 
the economic and the social experiments 
they are undertaking. 

It is very hard to find out the truth as 
to what is happening in Russia. The gov- 
ernmental authorities in that country do 
not allow free discussion of their problems. 
Furthermore, many people who write 
about Russia are so prejudiced in their 
views that their opinions have to be taken 
with a grain of salt. However, a number 
of very dependable books on Russia have 
been published recently. (see page 5). 
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Another need of the times is a distinguished 
service medal for heroic taxpayers. 
San Francisco CHRONICLE 





News reports from the Middle West say 
that the farmers are burning their surplus 
wheat as fuel. And a campaign, we hear, is 
under way in Pennsylvania to teach the un- 
employed miners to eat coal. —Life 

Bill Hohenzollern must be beginning to 
think that he is the forgotten man. 

—New York HERALD-TRIBUNE 

There is no virtue so truly great and god- 
like as justice. —Addison 





The Newlyriches, that you used to hear so 
much about, have dropped out of the pic- 
ture. But there is something about Mr. and 
Mrs. Newlybroke that reminds us strangely 
of them. —Portland OREGONIAN 





An elderly woman who has worked in an 
American office for forty years is said to be 
a very keen football fan. We understand 
that the number of grandsons’ funerals she 
attends during the season is astounding. 

—London Humorist 





If it isn’t one thing, however, it’s something 
else. Now the Christmas shopping campaign 
will begin. —Philadelphia INQUIRER 





Wonderful mathematical delver into mys- 
teries that he is, Professor Einstein never once 
ventured an election forecast. 

—Washington Star 





Picnics are just as enjoyable if paper and 
refuse are not scattered over the ground.— 
Lord Ponsonby. We imagine they might be 
if anybody ever tried it—Nashville BANNER 





Genius is mainly an affair of energy. 
—Matthew Arnold 





The great defect of the American system 
is that only the party out of power knows 
how to run the government. 

—Norfolk VirGINIAN-PILoT 





“Who,” asks an ardent Southern orator, 
“would countenance the idea of robbing Peter 
to pay Paul?” Well, we dunno, unless it 
might be Paul. —Boston HrEraLp 





The entire District of Columbia has been 
converted into a bird reserve. There were 
enough lame ducks and cooked geese up there 
without further casualties. 

—Arkansas GAZETTE 





A nation can be ruined not only by bloody 
revolution but by economic and moral de- 
cay. —George Lansbury 





PRONUNCIATIONS: Mufioz (moon’yos— 
o as in go), Makoto Saito (ma-ko’to—a as 
in art, o as in go; say’to). 
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Independent or Fickle? 


The sweeping overturn of political sentiment in the United States during the 
last four years has set political commentators to analyzing and speculating. A 
comparison of election returns in 1928 with those of 1932 demonstrates, as Frank 
R. Kent of the Baltimore Sum says, that the American people are not blindly parti- 
san. When they switch from a 6,000,000 plurality for one party to a 6,000,000 
plurality for the other, it looks, he declares, like independent and intelligent voting. 
But he gives it as his opinion that “actually it isn’t anything of the sort. Actually 
these two elections are marvelous demonstrations of the way in which emotion 
and prejudice sway the great mass of the voters, and how feeble are the party ties 
against them. Emotion and prejudice were responsible for the overwhelming 
nature of the Hoover victory in 1928, and few informed pefsons will dispute that 
the Democratic landslide of Tuesday was due to a similar wave of feeling.” 

Mr. Kent might have gone back a few years for further exhibitions of swift 
changes in public sentiment. In 1914 the people were predominantly for peace 
and the belief prevailed that the nations of Europe were embroiled in a conflict as 
idiotic as it was barbarous. Three years later the American people were so unani- 
mously in favor of American participation that opposition to entering the war 
was regarded as treasonable. A little later a public which, for generations, had 
heard and turned down arguments in favor of prohibition, suddenly stampeded to 
prohibition and wrote it into the national Constitution and into the laws of nearly 
all the states. Now, with similar unanimity the people appear to be stampeding in 
the other direction. 

In the case of each incident we have cited a forceful argument can be advanced 
to the effect that changes came through the exercise of reason. It can be said that 
new facts and conditions arose, that the people were independent enough to take 
them into account and to shift to new policies in keeping with new situations. 
The charge that the American people are inclined to be carried away on waves 
of emotion may be exaggerated or false, but it has been so strongly presented as to 
be entitled to consideration by all those who are anxious to appraise fairly and 
wisely and accurately the strong and the weak points of American character. 
M. J. Bonn, German economist, in his challenging book “The Crisis of Capitalism 
in America,” makes the point that the American people are not wedded to prin- 
ciples of government hallowed by long tradition, as are European peoples, that 
they are likely, therefore, to be swayed suddenly from their moorings and that, as 
a result, even the most cherished institutions of America are in greater danger of 
abandonment than are the institutions of most foreign nations. 

This may be an exaggeration, but students of American history and government 
will give the charge careful examination. And they will doubtless agree that, 
whether extreme charges of unreason are true or false, our institutions and our 
people would be better served if increasing numbers of men and women were to 
study carefully and thoughtfully the problems of government and of political ac- 
tion to the end that in increasing measure thoughtfulness might prevail over hys- 
teria, and national planning might take the place of thoughtless and ill-considered 
programs.—W. E. M. 

















senesnensccncsensnmenennsnensssenes Hh place Roosevelt’s total at 21,115,522 and 

Ez The Story of the Week | Hoover’s at 14,960,713, a plurality of 

wal 6,154,809 in favor of the governor. This 

latest plurality is slightly smaller than 

that of Hoover over Smith in 1928, which 
was 6,375,747. 

In the congressional contests, the Dem- 
ocrats won similar sweeping victories. As 
we mentioned last week, the Seventy-third 
Congress will have a Senate composed of 
fifty-nine Democrats, thirty-six Republic- 
ans and one 
Farmer - Laborite 
and a House of 
Representatives 
with 313 Demo- 
crats, 111 Repub- 
licans and several 
seats undecided 
out of a total 
membership of 
435. Thirty-eight 
states will have 
Democratic gov- 
ernors as a result 
of the election. 








ELECTION RESULTS 

Final figures on the election of Novem- 
ber 8 have not yet been made public due 
largely to the fact that many voters were 
away from home and had to vote by mail, 
thus causing a delay in the final counting 
and compilation. The latest returns on 
the popular vote for president, however, 











WAR DEBTS 

Last week, Pres- 
ident Hoover took 
a step which is 
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without precedent in the annals of 
American history. On his way to 
Washington from his home in 
Palo Alto, California, Mr. Hoover 
sent a telegram to Governor 
Roosevelt inviting him to the 
White House to discuss the ques- 
tion of war debts. The president 
also invited Mr. Roosevelt to 
bring Democratic members of 
Congress and other advisers to 
the conference. This was the 
first concrete step taken by Mr. 
Hoover since his defeat to put 
into effect his promise of codpera- 
tion with the incoming adminis- 
tration on matters of general na- 
tional importance. 

While the principal object of 
the proposed conference is to dis- 
cuss the problem of the $11,000,- 
000,000 owed to the United States 
government by its former allies— 
a problem which has become 
acute since the requests by Great 
Britain and France for readjust- 
ment—the president expressed the 
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desire of taking up with his suc- 

cessor other matters. In his telegram, Mr. 
Hoover suggested specifically the question 
of disarmament and the forthcoming world 
economic conference. All these problems 
will be of primary concern to the Roose- 
velt administration. Governor Roosevelt, 
in his reply accepting the invitation, 
pledged his codperation in working out a 
solution of the problem although he re- 
minded the president that the immediate 
responsibility rests with the present ad- 
ministration and the present Congress. 


DISARMAMENT 

Two events of international importance 
are scheduled to take place in Geneva this 
week. The Council of the League of Na- 
tions was to meet last Monday to consider 
definitely the Lytton Report on the dis- 
pute between China and Japan. An im- 
portant committee of the disarmament con- 
ference last week began active delibera- 
tions on the three major plans now before 
that body, the French, American-and Brit- 
ish proposals for arms reductions. It is 
the object of the committee to compromise 
on these plans in such a way as to make 
them acceptable to the nations represented 
at the conference and at the same time 
to satisfy Germany’s demands for equal 
rights in the matter of armaments. 

A certain amount of optimism had come 
to prevail among the statesmen in Geneva 
last week as they prepared to take up the 
disarmament question once more. The 
French, who in past negotiations have re- 
fused to yield without definite assurances 
of security, appeared more willing to make 
concessions. On the surface, there were 
two reasons for the apparent change. In 
the first place, France is anxious to receive 
more favorable terms on her debt to the 
United States and the French apparently 
believe that the American government will 
be more liberal if France is actually will- 
ing to cut its military expenditures. Sec- 
ondly, the French budget is out of balance 
and the government realizes that a reduc- 
tion in armaments would help bring it into 
balance. 

DR. BUTLER 


Dr. Nicholas Murray Butler, president 
of Columbia University and prominent 
leader of the Republican party, in com- 
menting last week upon the results of the 
election, called upon his party to reorgan- 
ize and adopt a program of more liberal 
tendencies. If such action is not taken, 
declared Dr. Butler, the Republican party 
may expect to go the way of the old Whig 
party and be replaced by a completely new 
party made up of liberal-minded members 
of the two major political parties. The 
New York educator laid great stress upon 
the youthful members as the hope of the 
future. He stated: 


The hope of the Republican party of to- 
morrow lies in its youth. If the young men 
and women who bear the party name, and 
who have become so impatient of the intel- 
lectual, moral and political incompetence of so 
many ‘of the office-holding and office-seeking 
class who have dominated the party organi- 
zation, particularly since 1920, will exert 
themselves to seek and to produce construc- 
tive, forward-facing and liberal leadership, 


the party, despite its overwhelming defeat, 
may be quickly reorganized and given new 
strength and new spirit for another gener- 
ation of public service. 


Dr. Butler laid down a concrete program 
which be believes should guide the leaders 
of the party. The most important of his 
recommendations are as follows: definite 
balancing of government budgets; elimina- 
tion of special privileges and loosening of 
the grips of certain private individuals and 
groups upon the government; conservation 
of certain natural resources for the general 
welfare rather than exploitation for private 
gain; lowering of tariffs and other trade 
barriers; readjustment of war debts; es- 
tablishment of an international monetary 
system. 

JAPAN 

Signs of impending political troubles 
were apparent in Japan last week as the 
cabinet took up the budget for the next 
fiscal year. Considerable opposition was 
voiced, particularly from the financial in- 
terests, against the large sums being spent 
for military purposes. The budget, if 
adopted, will mean a heavy increase in gov- 
ernment expenditures next year. Almost 
one-half of the total will be spent on the 
army and navy. The revenues will be en- 
tirely inadequate to meet these demands 
and the government is planning to sell 
bonds in order to make up the deficiency. 

The financial interests fear that the car- 
rying out of such a program will lead to 
chaos and panic in Japan. Already the 
yen, Japanese monetary unit, has lost 
three-fifths of its normal value. (Nor- 
mally the yen is worth about 50 cents but 
it has now declined to 21 cents). Even in 
government circles there are many who are 
opposed to the way the cabinet has al- 
lowed itself to be dominated by the army 
and navy groups. In view of the growing 
opposition to his cabinet and dissatisfaction 
with the state of government finances, the 
Japanese premier, Makoto Saito, last week 
hurried back to Tokyo to meet any crisis 
which might develop. 


LONDON AND MOSCOW 

Relations between the governments of 
Great Britain and Soviet Russia have be- 
come strained during recent weeks. A little 
more than a month ago, the British govern- 
ment notified Moscow that it intended to 
abrogate the trade agreement existing be- 
tween the two countries in order to carry 
out the obligations made with the domin- 
ions at the Ottawa conference. This ac- 
tion created an unfriendly feeling among 
the Russians. Last week, evidence of 
further friction became apparent when one 
of the leading Soviet papers declared that 
Great Britain was using false documents 
to prove that Josef Stalin, head of the Rus- 
sian government, was responsible for the 
recent London ‘hunger march and was in- 
stigating a civil war in India. The object 
of such action, according to the Russians, 
is to create a more hostile feeling toward 
the Communistic government of Russia 
throughout the United States and thus pre- 
vent the establishment of normal diplo- 
matic relations between the two countries. 
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We read old books for their excellence, but new ones tc share in the 
mental life of our time.-—SATURDAY REVIEW OF LITERATURE. 























Epictetus on Thanksgiving 


“In truth we thank the gods for that 
wherein we place our happiness,” said the 
ancient Greek philosopher, Epictetus. A 
little reflection on Thanksgiving Day may 
lead us to a candid inquiry as to “wherein 
we place our happiness.” What are our 
most cherished treasures? Are they the 
material goods which we own? Are they 
the friends with whom we associate? Are 
they the opportunities for intellectual and 
spiritual achievement which we have 
found? Perhaps the bit of reflection will 
lead to a discovery. It may be found that 
the experiences which we most treasure are 
not the ones we are trying the hardest to 
preserve. Perhaps we will find that little of 
our time is spent in securing the things 
that give us most happiness. In that case 
we may change some of our activities. 
The meditations of the day may lead to a 
shifting of goals. They may lead to a true 
appreciation of the things that really make 
life happy and beautiful. And what finer 
contribution could a day of thanksgiving 
make? 


About England 


We have advised repeatedly that those 
of our readers who have been brought into 
correspondence with young men or women 
of foreign countries should read all they 
can about those foreign lands in order 
that they may take full advantage of the 
correspondence. Even those who are not 
engaging in letter writing with foreigners 
should find it instructive and valuable to 
read as extensively as possible about other 
peoples, their problems, their habits and 
their customs. We are anxious, therefore, 
whenever possible, to tell our readers about 
some good book which pictures vividly the 
significant facts about life in a foreign 
country or countries. We are very glad 
this week to recommend one of the best 
books of this kind which we have seen, 
“Footloose in the British Isles,” by Harry 
A. Franck (New York: The Century Com- 
pany. $3.50). Mr. Franck spent sixteen 
months wandering about in England and 
Scotland and Ireland, walking and cycling 
and working at one job or another, jotting 
down interesting notes about people and 
customs and getting acquainted with the 
country and with its ways of life. In a 
most fascinating way he has given the re- 
sults of his experience in this book. 

“Footloose in the British Isles” is a 
travel book, if one wants to put it that 
way, but it certainly is not a superficial 


account of experiences in a foreign land. 
It does not stop with surface observations 
about individuals, or landscapes, or institu- 
tions. All these things, and more, are 
there, but one finds also analyses of Eng- 
lish newspapers, of English schools, of po- 
litical institutions such as the royal family 
and its influence. If one plans to go to 
England he will find in this book a service- 
able outline of things he may look for when 
he gets there. If he is not going, he will 
find here as good a substitute for a stay in 
England as one is likely to find anywhere 
within the pages of a book. 


Nobel Prize Winner 


John Galsworthy has been awarded this 
year’s Nobel Prize for Literature. He 
becomes the third Englishman to have 
achieved that distinction. In 1907 the 
Nobel literature prize was given to Rud- 
yard Kipling. In 1925 it went to Bernard 
Shaw, and now, in 1932, it goes to John 
Galsworthy. 

The announcement of this award to Mr. 
Galsworthy is made just as his latest novel, 
“Flowering Wilderness,” comes from the 
press. “Flowering Wilderness” (New York: 
Scribner’s. $2.50) is a story laid, like 
Galsworthy’s other plots, in his native 
land of England. It is not, however, so 
definitely a study of a period of English 
history as many of the Galsworthy stories 
have been. In the series of novels deal- 
ing with the Forsyte family this author 
did more than tell the story of a family 
or of individual characters. He was pic- 
turing a period. He was writing a record 
of the customs and the characteristics of 
recent and contemporary England. These 
stories of the Forsytes, summed up in the 
book, “A Modern Comedy,” constitutes 
probably, Galsworthy’s greatest contribu- 
tion. “Flowering Wilderness” is a _ ro- 
mance, a psychological and sociological 
study. A young Englishman goes to the 
Near East, is forced to accept the Moham- 
medan religion and to follow its practices. 
He comes back to England an object of 
scorn, and the love story proceeds from 
this setting. Like all of Galsworthy’s 
novels, this one is full of human interest. 

John Galsworthy was born in a suburb 
of London sixty-five years ago. He at- 
tended an aristocratic public school, 
studied law and was admitted to the bar. 
He was a young man of independent means 
and traveled for two years. He had no 
idea of becoming a writer until he was in- 
duced to turn his hand to writing by the 











A COUNTRY INN IN OXFORDSHIRE, ENGLAND 
(From a photograph by Edgar Ward in John O’London’s Weekly, London) 

















JOHN GALSWORTHY 


“Galsworthy’s manner is easy and courteous. 


He does most of his work sitting in a close 


arm chair, legs crossed and a big pad on his knee.”—Living Authors. 
—From an etching by Edmund J. Sullivan in “Fine Prints of the Year, 1930” (Minton, Balch) 








young woman he was to marry. Since 
then he has written plays, fiction and es- 
says. He spends most of his time in his 
country home. He is fond of music and 
riding. He does not write from necessity, 
since his means are ample, and this inde- 
pendence perhaps contributes to the qual- 
ity of his work. 


Books On Russia 


Our article on Russia in this week’s 
AMERICAN OBSERVER is necessarily so 
brief that it cannot tell as much about 
that country as our readers ought to know. 
We are therefore listing a few books which 
deal in an interesting and authoritative 
way with the different phases of Russian 
life. 

Two books which tell a very charming 
and delightful story of life in Russia just 
preceding and during the revolution are 
“Katrinka” and “Katrinka Grows Up,” 
by Helen Eggleston Haskell 
(New York: E. P. Dutton. 
$2.00 each). These are works 
of fiction, but they give an 
admirable picture of what was 
going on in Russia under the 
old régime and after the rev- 
olution broke. They are writ- 
ten especially for young peo- 
ple of high school age. 

Another book written for 
the same class of readers is 
“Made in Russia,” by William 
C. White (New York: Alfred 
A. Knopf. $2.00). In a most 
interesting way it describes 
the occupations and the people 
in different parts of Russia, 
and their products, and inci- 
dentally it tells much about 
their customs. 

A more advanced book by 
W. C. White is “These Rus- 
sians” (New York: Scribner’s. 
$3.00), a series of chapters 
describing vividly different 
types of Russians and show- 
ing what the revolution means 
to ordinary Russian people. 

Two books describing very 
interestingly conditions which 
prevail in Russia at the pres- 
ent time, both by well known 
writers who have spent much 








time among the Russian people themselves, 
are: “Dawn in Russia,” by Waldo Frank 
(New York: Scribner’s. $2.25), and “Red 
Russia,” by Theodore Seibert (New York: 
Century Company. $3.00). 

A comparison of the Russian and Ameri- 
can theories of government, economics 
and social life is “The Soviet Challenge 
to America,” by George S. Counts (New 
York: John Day Company. $4.00). 


Wilson and House 

Interesting sidelights on the life of 
Woodrow Wilson and his relations with 
Colonel Edward M. House are told by 
George Sylvester Viereck in his recent 
book “The Strangest Friendship in His- 
tory” (New York: Liveright, Inc. $3.00). 
Mr. Viereck makes no attempt to relate 
chronologically what happened during 
President Wilson’s two terms. Rather he 
delves into the separate instances in 
which Colonel House exerted great influ- 
ence upon the activities and decisions of 
the late president. 

Mr. Viereck’s book is of a “chatty” na- 
ture. Details of President Wilson’s ill- 
ness when, according to the author, Mrs. 
Wilson was virtual president of the United 
States for several months, are recounted 
with unusual vividness. He undertakes to 
explain why, after so many years of close 
friendship, Mr. Wilson broke with Colonel 
House. Although not supported in his 
contention by Colonel House, Mr. Viereck 
maintains that such a rupture was solely 
the result of Mrs. Wilson’s jealousy. 
Whether one agrees with the author’s con- 
clusions as to the psychological makeup of 
the late president—and certain it is that 
many will not—it cannot be denied the 
book offers fascinating reading about one 
of the critical periods in world history. 








Book Department 


Readers of THE AMERICAN Ob- 
SERVER may secure any book they 
may wish to buy by sending the re- 
tail price (price listed by the pub- 
lisher) to the Book Department, 
Civic Education Service, 744 Jack- 
son Place, Washington, D. C. The 
book will be sent immediately with- 
out additional charge for postage. 
This department will send lists of 
books with prices on any subject | 
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URING Washington’s administration 
something happened which was not 
generally anticipated and which was re- 


gretted by the first president. Political 

parties came intc being. 
Birth Washington looked upon 
ith the parties as factions. He 
Parties regarded it as unfortunate 


that they developed, and 
yet they did develop and 
have been with us since. Party govern- 
ment is now an unquestioned part of our 
political organization. It is interesting, 
therefore, to look back at the origin of 
these parties to see how the divisions hap- 
pened to occur. The study is especially 
interesting at this time when politics is at- 
tracting so much attention. 

From the early days of the first ad- 
ministration differences of opinion devel- 
oped. These differences became quite 
clearly marked as soon as the secretary of 
the treasury, Alexander Hamilton, laid out 
his financial program. This program called 
for the payment of the debts of the old 
Continental Congress at face value. A 
bond of one hundred dollars issued by the 
old government was to be redeemed by the 
payment of one hundred dollars, regard- 
less of how much it had fallen in value 
after it was issued. Not only that, but 
the national government was to take over 
the debts which the states had contracted 
separately, and it was to pay these debts, 
dollar for dollar. 

Now the bonds which had been issued 
by the old Congress and by the separate 
states had fallen greatly in value. The 
original holders of them, fearing that the 
bonds would never be redeemed at their 
full value, had disposed of them at but a 
fraction of what they had paid. The 
bonds had been bought up by speculators, 
or many of them had. Now payment was 
to be made dollar for dollar. A speculator 
who had bought a hundred dollar bond 
for fifty dollars would receive one hundred 
dollars for it from the government. How 
would the government get the money with 
which to make these payments? By taxa- 
tion, of course. By levying taxes on all 
the people it would raise money and it 
would pay the money to the holders of 
government and state securities. 


The receptions held by President and Mrs. Washington became a subject of controversy. 
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By David S. Muzzey and Walter E. Myer 


Naturally, there was opposition to this 
plan among people who did not hold 


bonds. Farmers and workers and shop- 

keepers resented having to 

Opposition pay taxes in order that the 

Party financial classes who had 

; invested in government se- 
Arises 


curities should be paid back 
money which they had 
never contributed and should make hand- 
some profits at the expense of taxpayers. 
Those who represented these discontented 
elements in Congress formed together in 
a very loose organization which became 
the nucleus of a political party in opposi- 
tion to those who controlled the Washing- 
ton administration. - 

There were, of course, elements of in- 
justice in Hamilton’s plan, but on the 
whole it was approved by the business and 
commercial interests. It would preserve 
the national .credit. It established the prin- 
ciple that when the government promised 
to pay money, it would pay it. The plan 
would put the government in a position 
so that when it wished to borrow money 
in the future it could more probably do 
so. The people who favored this policy, 
and many of their leaders owned govern- 
ment bonds so that they had a personal 
interest as well as a civic or patriotic inter- 
est in establishing the government’s credit, 
formed themselves into a group, or party, 
supporting the administration and, in par- 
ticular Hamilton’s plan. 

The Hamilton program contained other 
features as well as that of debt payment. 
It provided for the taxing of imports. This 
would protect American manufacturers 
against competition from outside. Such a 
policy would have been likely to please 
business interests, especially those engaged 
in manufacturing. It might be calculated to 
throw into opposition farmers and work- 
ers who would find the cost of the goods 
they were obliged to buy increased, be- 
cause of the exclusion or the taxing of 
products from abroad. The Washington 
administration went further than this and 
placed a heavy tax upon whiskey. This 
enraged the farmers in the interior of the 
country, farmers near the frontier. These 


costs so 
heavy that they could not well ship their 
corn to market, but they could make it 


farmers found transportation 


into whiskey and sell it. The tax upon 
whiskey was a blow to them. They re- 
sorted to violence to combat it and the fu- 
tile “whiskey insurrection” resulted. The 
imposition of this tax and the resulting in- 
surrection further embittered party feel- 
ing. 


Then came foreign complications. Dur- 
ing the Revolutionary War the Continen- 
tal Congress had made a treaty with 

France, and the French 


Foreign helped in the winning of 
po independence. The treaty 

‘ was one of alliance, pro- 
Complicate 


viding that the two coun- 
tries should act together in 
the case of war against either. This treaty, 
of course, was made with the French king. 
After a while came the French Revolu- 
tion. The French king was deposed and 
revolutionary France went to war with 
England and the rest of Europe. Was the 
United States bound to assist this revolu- 
tionary France? President Washington 
thought not. He proclaimed American neu- 
trality. The elements which were uniting 
to form a party opposed to Hamilton’s fi- 
nancial policies, opposed the policy of neu- 
trality. They lined up with France. It 
was natural that they should do so. France 
established a republic and declared for 
democratic principles. The French were 
engaged in a war to overthrow monarchy. 
It was little wonder, then, that those ele- 
ments in America that were most demo- 
cratic, that were suspicious of England and 
of monarchy and of strong central govern- 
ments, should feel very friendly to the 
French. They claimed that Washington 
was pro-English; they claimed that he was 
monarchical and undemocratic. Washing- 
ton’s followers, who stood for a strong 
central government and were known as Fed- 
eralists, represented, as we have said, the 
business interests. Many of the Federal- 
ist leaders were suspicious of democracy. 
Hamilton looked upon the common people 
as a “mob.” These Federalists were afraid 


ONE OF MRS. WASHINGTON’S RECEPTIONS 
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of disorder more than almost anything else. 
They were afraid of rioting and mob rule. 
They looked with horror upon the French 
Revolution. And thus the division into 
parties sharpened. 


Party spirit did not show itself to the 
extent that Washington’s reélection was 
opposed in 1792. There was no candidate 

in the field against him. 


Aristocracy And so he entered upon his 
Vesme second term in 1793. But 

during his second term feel- 
Democracy 


ing became bitter. The 
president himself was at- 
tacked. He was charged not only with favor- 
ing the wealthy as against the poor, mon- 
archy as against the republic, aristocracy 
as against democracy, but he was charged 
with being personally haughty and aristo- 
cratic and undemocratic. The ceremonies 
which he maintained at public gatherings 
were scoffed at. His levees and receptions 
were scorned as evidences of his aristoc- 
racy and of his aping of the ceremonies 
and customs of kings. These criticisms an- 
gered and hurt Washington. He became 
thoroughly wearied of a position which 
made him the target of abuse and he 
decided to refuse a third term of the 
presidency. As soon as this decision on 
his part was known, party lines were 
rather clearly marked out. Thomas Jef- 
ferson, who for a while had served as 
secretary of state in the Washington cab- 
inet, became the leader of the anti-Fed- 
eralists, or, as the group was later called, 
Democratic-Republicans. John Adams, 
the vice-president, secured the support of 
those who, in the main, stood by the 
Washington administration. The electors 
were chosen, as they are now, in Novem- 
ber, but this was not considered, as it 
now is, the real election. Campaigning 
went on until the time when the electors 
met. Because these electors were not defi- 
nitely committed to any candidate, they 
retained the right of choice. When they 
came to cast their ballots in January, sev- 
enty-one of them voted for John Adams, 
and sixty-eight for Jefferson. Under the 
electoral system which then prevailed, Ad- 
ams became president, and Jefferson be- 
came the vice-president. 





The Republican opponents of the administration declared that the president was at heart a mon- 


archist and that he aped the social practices and ceremonies of kings.—[From a painting by Daniel Huntington, Reproduced in “These United States” by Gertrude Hartman. (Macmillan).] 




















New York Times carried a list of 160 men 
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and women who are being discussed as 
possibilities for the Roosevelt cabinet. 
Every state has “Favorite Sons” who are 
being proclaimed by their friends as wor- 
thy of consideration. This indicates the 
extent of discus- 
sion of cabinet 
material. Every 
one interested in 
politics is specu- 
lating about the 
cabinet; everyone 
concerned about 
the course of the 
next administra- 
tion is anxious to 
know who the new 





© Martin president’s coun- 
OWEN D. YOUNG sellors will "be. 
This is natural, for 

these counsellors 


will necessarily have much influence in de- 
termining public policies. President-elect 
Roosevelt has hinted that he will not name 
the cabinet for two months at least, and 
those two months will see a great deal of 
guessing and speculating. 

The name usually mentioned first in 
conversations respecting cabinet selections 
is that of Owen D. Young. He is most 
frequently thought of for the position of 
secretary of state or of secretary of the 
treasury. Mr. Young has never sought 
public office and shortly before the Dem- 
ocratic convention in June he withdrew 
from the field of candidates for presiden- 
tial nomination, so it is not certain that he 
would accept a cabinet place. He is a well- 
known business man of New York. He is 
chairman of the Board of the General 
Electric Company, and chairman of the 
executive committee of the Radio Cor- 
poration of America. He was chairman of 
the international committee which drafted 
the “Young Plan” of reparations pay- 
ments, and he is director of the Credit 
Expansion Organization which is under- 
taking to check the financial effect of 
the depression. He has an attractive per- 
sonality and is a very effective public 
speaker. He is particularly interested in 
the furthering of international codperation. 
He is depended upon for leadership by 
those who would like to see trade barriers 
broken down, and those who are anxious 
to promote closer relations between the 
United States and other nations. 

Another name that comes to everyone’s 
mind as a cabinet 
possibility is that of 
James A. Farley. 
Mr. Farley, who is a 
manufacturer and 
head of the New 
York State Athletic 
Association, managed 
Franklin D. Roose- 
velt’s campaign for 
the presidential nom- 
ination. He was then 
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and he managed the 
Roosevelt campaign 
which terminated so successfully at the 
election. He has shown himself to be a 
shrewd politician. If a president is to have 
a successful administration he needs to have 
able, practical politicians about him. Many 
people believe that Mr. Farley will be 
postmaster general in the new cabinet, The 
postmaster general has more appointments 
to make than does any other cabinet offi- 
cial. He is expected to use these appoint- 
ments in such a way as to strengthen the 
party and the administration. That is 
why clever political leaders and especially 
chairmen of national committees are fre- 
quently offered the postmaster generalship, 
after having conducted successful cam- 
paigns. 

A man who will no doubt exert great 
influence with the Roosevelt administra- 








is Bernard Baruch. Mr. Baruch, like Mr. 
Young, is a New York business man. He 
was a close adviser of Woodrow Wilson 
throughout the Wilson administration. He 
played a prominent part in the adminis- 
tration of the government’s war activities. 
At one time he was chairman of the War 
Industries Board and he was connected 
with the American Commission to Nego- 
tiate Peace. Since then he has taken an 
active interest in economic problems and 
is at present serving on the board which 
is surveying the problem of the railroads. 
Because he stands so high as a man of 
practical business experience and because 
he is so well equipped in the field of eco- 
nomics, he has fre- 
quently been called 
into conference by 
presidents. 

It is unlikely, of 
course, that all three 
of these men whom 
we have mentioned 
will be in the new 
cabinet, for they all 
live in the same state 


- —New York. It is 

seinen practically certain 

BERNARD M. however, that all of 
BARUCH 


them will be called 
upon for counsel by 
the Roosevelt administration. 

These three men represent the conserv- 
ative wing of the Democratic party. If 
they are given places of leadership in the 
new administration the president may be 
expected to give some recognition to the 
progressive forces which helped so materi- 
ally in the bringing about of his election. 
Will he name Senator Walsh of Montana, 
who rendered such conspicuous service as 
prosecutor in the case of the oil frauds a 
few years ago, as attorney-general? Such 
a selection would please the progressives. 
The conservatives would like better to 
have such a man as Governor Ritchie 
of Maryland, who at one time was attor- 
ney-general in his own state, as head of 
the Department of Justice. Because this 
department has charge of law enforcement, 
and since it is such an important factor in 
determining the administration’s attitude 
toward trusts and other business organiza- 
tions, the selection of an attorney will be 
closely watched by both conservatives and 
progressives. 





Democrats Defeat Many 
Republican Governors 





Many new governors will assume office 
next January as a result of the November 
elections. The Democratic landslide swept 
a number of Republican governors out of 
office. Thirty-five governors were elected 
this month and 28 of them are Democrats; 
one is a Farmer-Laborite, and the rest 
belong to the Republican party. 

Among the newly- 
elected Democratic 
governors who have 
commanded a great 
deal of attention is 
Paul V. McNutt of 
Indiana. Mr. McNutt 
has won distinction as 
a lawyer, soldier and 
educator. He is a 
relatively young man, 
being but 41 years 
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MCNUTT cated at Indiana Uni- 


versity and Harvard, 
and was admitted to the bar in 1914. He 
entered the faculty of the University of 
Indiana in 1917 as assistant professor of 
law. He became full professor in 1919 
and has been dean of the Law School since 
1925. He served in the World War and 
rose to the rank of colonel. He is promi- 
nent in the American Legion and has 
served as commander of that organization. 
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THE KIBITZERS COME 


INTO THEIR OWN 


—Talburt in Washington News 








Senate Leaders of Republican “Old Guard” 
Will Pass From Scene With Old Congress 


Familiar faces—very familiar faces— 
will be missed from the Senate when Con- 
gress meets next March. The most con- 
spicuous of the leaders of the Republican 
“Old Guard” went down before the Dem- 
ocratic avalanche of 
votes. Smoot of Utah, 
Watson of Indiana, 
Jones of Washington, 
Moses of New Hamp- 
shire, Bingham of 
Connecticut—a 11 of 
them will have 
passed from the pic- 
ture. 

The first three of 
these senators have 





; é ©H. &E. 
been in Washington, sasiaien a 
either in the House WATSON 


or the Senate, for a 

long time. They first came away back in 
the days before there were automobiles, 
or moving pictures, or airplanes, to say 
nothing of radios. When Senator Watson 
came to Congress in 1895, Grover Cleve- 
land was president. The historic cam- 
paign of 1896 was still to be fought. Wil- 
liam Jennings Bryan had not yet come 
prominently on the scene. Jones came 
to the House four years later. He was 
elected as the Span- 
ish-American War 
was drawing to a 
close. Smoot went to 
the Senate in 1903 
and has been there 
continuously since 
that time. Moses and 





Bingham are rela- 

tively late comers. 

The former went to 

é ume. the Senate in 1918 
pao and the latter in 1925 
sananee but they have gained 


such prominence as 
leaders of the conservative wing of the 
Republican party that they are conspic- 
uous members of the Old Guard. Senator 
Moses is a wit, a wisecracker, who stirred 
such a turmoil in the Republican party 
by fixing upon the western progressives 
the title of “sons of the wild jackass.” 
Bingham, though fifty-seven, with white 
hair, has a youthful face. He would be 
pointed out in any assembly for his digni- 


fied, almost courtly, bearing. He has de- 
grees from Yale and Harvard. He has 
taught at Yale. He has explored in South 
America, served as an aviator in the war, 
had charge of the Air Personnel Division. 
Senator Smoot, banker, corporation 
president, apostle of the Mormon Church, 
is long-faced, sad-eyed, humorless, the ex- 
ponent of an ever higher tariff wall, chair- 
man of the Finance Committee, joint 
author of the Smoot-Hawley Bill. Sena- 
ator Watson, a native of Indiana, graduate 
of De Pauw, may almost be said to be a 
politician by profession. He has been in 
one or the other of the houses of Congress 
for thirty-seven 
years. He has been 
a senator since 
1916. He is portly, 
distinguished look- 
ing, affable, is well 
liked personally by 
senators of all 
parties. He is the 
official leader of 
the Republicans in 
the Senate. His 
name is not as- 
sociated with im- 
portant legislative 
measures or prin- 








ciples. Senator OH. &E. 
Jones moved from REED SMOOT 
Illinois to the 


State of Washington early in his life. He 
began campaigning for Republican candi- 
dates in 1884. 

Will these members of the Republican 
Old Guard ever return to the Senate? 
Age is a factor here to be taken into ac- 
count. Senator Smoot is seventy years old. 
Senator Watson is sixty-eight and in poor 
health. Senator Jones is sixty-nine. Sen- 
ators Moses and Bingham are younger and 
both come from states which are normally 
Republican. Another factor to be taken 
into account is the future course of the 
Republican party. If the advice of Presi- 
dent Nicholas Murray Butler of Columbia 
University (see page four) is taken, there 
will be no place for conservatives like these 
leaders who have just been defeated. But 
if the high tariff, economic isolationist 
principles of the Republican party are 
maintained, the story may be different. 
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War Debt Question Raised Again 
As Europe Asks for New Settlement 


(Concluded from page 1) 


000,000 to which the government is legally 
entitled. This is not, of course, a sum 
vital to our government. It amounts to 
only about six per cent of the total expend- 
itures of the government. The sums due 
from foreign governments amount to a lit- 
tle more than two dollars each for every 
man, woman and child in the country. 
Admitting, however, that the giving up 
of the amount due this country would in- 
volve a loss to the treasury and to the tax- 
payers of the nation, many people think 
that the debts should be cancelled or 
revised downward. They say that we 
would be better off in the long run if 
this were done. They point to the fact 
that the nations to which Germany owed 
money have practically cancelled Ger- 
many’s obligations. They have done away 
with reparations payments almost com- 
pletely. These nations thought that they 
would profit by doing so and the argu- 
ment is made that Americans would profit 
by acting toward their debtors just as 
Germany’s creditors will profit by wiping 
out the reparations bill. In order that this 
issue be made clear, it is necessary to go 
back a few years and examine the histor- 
ical background of the whole problem. 


Historical Background 


The nations now owing money to this 
country fell into debt to us during or im- 
mediately following the World War. They 
were obliged to buy goods in great quan- 
tities from the American people. They 
had no money with which to pay for these 
goods. They had to borrow it from the 
United States government. Our govern- 
ment did not have the cash on hand to 
lend to them, but it had credit. It could 
borrow from its own people by selling 
Liberty Bonds. It did borrow the money 
in this way. It sold Liberty Bonds, pay- 
ing interest at 444 per cent and in this 
way collected billions of dollars. These 
billions of dollars were turned over to the 
nations with which we were associated in 
the war. These nations used the money to 
pay American citizens for goods bought 
in this country. The money, therefore, 
did not leave the United States. Goods 
did leave this country. The money re- 
mained in the hands of American citizens. 

This process went on for a while after 
the war was over. When the process 
ceased, the European nations owed the 
government of the United States about 
$12,000,000,000 and the United States 
government owed the whole amount to its 
own citizens who had bought Liberty 


Bonds. At the time the loans were made 
the rates of interest which the foreign 
nations should pay the United States were 
not agreed upon. Neither was there an 
agreement as to when the money should 
be paid back. The war was on; times 
were very critical; there was no time to 
negotiate about things of that kind. But 
after the war was over, agreements were 
made as to interest rates and time of pay- 
ment. The time of repayment was the 
same for all the debtor nations—the debts 
were to run for 62 years. But the inter- 
est rates were not the same. It was fig- 
ured that some nations were better off and 
able to pay more interest than others. 
Great Britain, for example, was to pay 
back the principal and 3.3 per cent inter- 
est. Seven other nations were to pay the 
same amount. The other governments 
were to pay less. France, for example, 
was to pay 1.6 per cent interest and Italy 
four-tenths of one per cent. 

Since these agreements were made, the 
United States government has received 
from the debtor nations $2,606,000,000. 
Three-fourths of this amount has been 
paid by Great Britain and one-fifth of it 
by France. Most of the nations owing us 
money have, during this time, been re- 
ceiving money in reparations payments 
from Germany. Germany got the money 
with which to pay reparations by bor- 
rowing from American citizens. The money 
was turned over to her creditors and they 
turned it over to the United States gov- 
ernment. When the Americans quit lend- 
ing money to Germany she was unable to 
pay reparations and by the recent Lau- 
sanne settlement the reparations bill has 
been practically wiped out. Under these 
circumstances, how will the governments 
owing us money be able to pay us? This 
introduces us to the general problem as 
to how a nation is ever enabled to pay 
out money to a foreign country. 


How a Nation Pays 


At first glance, affairs of that kind 
might not seem so complicated. Could 
not a nation owing money—Great Britain, 
for example—levy taxes upon her people, 
collect gold from them and transfer that 
gold to a creditor such as the United 
States? A government can indeed collect 
great amounts of gold from its citizens 
in the form of taxes. No great diffi- 
culty arises so long as the gold is used 
within the country. But not much of the 
gold can be shipped outside the country. 
The total amount of gold in any country 


is limited. Usually there 
is not much more on 
hand than is required by 
the needs of the country. 
There must be a certain 
amount of gold on re- 
serve so that the paper 
money which circulates 
may be redeemed in 
gold. If a country’s 
gold is shipped out its 
currency may become 
worthless, There may be 
a financial collapse. The 
gold supply in any coun- 
try is so limited that 
if it were used to pay 
international debts, such 
as those which existed at 
the close of the World 
War, it would soon be 
exhausted. The paper 
currency in the country 
cannot be used to any 
considerable extent to 
pay foreign debts be- 
cause if it were sent 
abroad the country to 
which it were sent would 
send it back to have it 
redeemed in gold. These 
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Great Britain and France are both anxious to see the war 
debts readjusted or cancelled. 








demands would rapidly 
exhaust the available gold supply. 

A country can, therefore, pay to an- 
other country but a limited amount of 
gold. It may, however, get possession of 
gold through its foreign trade. If the 
people of the country are exporting a 
great amount of goods—if they are selling 
products abroad—the sale of the goods 
will bring gold into the country. Of 
course, the people will at the same time 
be buying a certain amount of goods from 
other nations and when they pay for the 
goods gold will have to go out. But if 
the exports are greater than the imports 
—if more goods are being sold than are 
being bought—a surplus of gold accumu- 
lates and this surplus of gold can be trans- 
ferred to another nation without endanger- 
ing the country’s gold supply and without 
causing a financial catastrophe. But that 
is the only way that payments abroad can 
be made. 


Effects on Trade 


Nations which wish to make payments 
to other countries, therefore, find it neces- 
sary to sell as great an amount of goods 
as they can abroad. They try to stimulate 
exports. At the same time, they reduce 
their imports as much as possible. They 
place tariffs against the entrance of goods 
from other countries or they enact other 
laws tending to check the importation of 
goods. They do this in order that they 
may have a surplus of gold which can be 
transferred to their creditors. 

That is the sort of thing which has been 

going on in the world 
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THE INTERNATIONAL BANK AT BASLE, SWITZERLAND 


This organization was established to handle the details of inter-governmental debt payments. 
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for a number of years. 
There have been all 
sorts of import restric- 
tions. Nations have 
been anxious to sell 
their goods abroad but 
they have not been 
willing to buy goods 
from other people. 
They have been forced 
to adopt these policies 
because of the neces- 
sity of transferring 
money to other govern- 
ments. It is easy to 
see, then, how these 
foreign governments 
should be anxious to sell 
their goods abroad and 
how their ability to con- 
tinue debt payments de- 
pends upon their being 
able to sell goods abroad. 
They are anxious natu- 
rally to sell the goods to 
the United States to get 
money with which to 
pay back their ob’'iga- 
tions to this country. 
But the United States 
government has made it 
impossible for them to 
sell much to the Ameri- 





can people. It has done this by erecting 
a high tariff wall. It has not built tariff 
walls for spite or to add to the troubles of 
the debtor nations. It has done it 
because many of our manufacturers have 
said that they would be hurt by foreign 
competition. But the result has been the 
same as if it were done for the express 
purpose of hurting our debtors and render- 
ing them unable to pay their debts to us. 


How Americans Suffer 


Many Americans have been affected 
by the import restrictions made by the 
other countries. These import restrictions, 
we have seen, were established by the 
foreign governments because they have 
wished to encourage exports and discourage 
imports. They have wanted money to 
flow into the country and have wanted to 
prevent its flowing out. They have wanted 
to sell goods but have not wanted to buy 
them, their purpose being to get a surplus 
of gold so that they could pay debts. 
When they refused to buy goods from 
abroad, Americans who wished to sell goods 
to foreigners have suffered. Our farm- 
ers have suffered particularly. In 1929, 
55 per cent of all the cotton produced in 
the United States was sold abroad and 
41 per cent of the tobacco, 33 per cent 
of the lard, 18 per cent of the wheat, 
36 per cent of the copper, 35 per cent 
of the kerosene, 40 per cent of the type- 
writers and 23 per cent of the agricultural 
machinery. Since the European nations 
have made it more difficult for their peo- 
ple to buy goods from other countries 
(and the United States is one of these 
other countries) it has been harder for 
American producers of wheat and cotton 
and typewriters and agricultural machin- 
ery to sell their goods. Prices of these 
articles have declined and American indus- 
try has been depressed. 

In the light of these facts, many peo- 
ple argue that Americans would be better 
off if the American government were to 
cancel or revise downward the debts owed 
it by foreign governments just as Ger- 
many’s creditors have cancelled reparations 
which Germany had been paying to them. 
On the other hand, the argument is made 
that such action would place an additional 
burden upon American taxpayers because 
it would stop the payment of something 
like one-fourth of a billion dollars which 
has been coming each year to our govern- 
ment from foreign nations. The question 
is as to whether the people of this country 
would suffer more through the loss of the 
revenue from abroad or through the loss 
of trade which comes from the collection 
of the foreign debts. 

It appears that recovery from the de- 
pression depends in large measure upon 4 
wise settlement of this debt problem. The 
conference, therefore, between President 
Hoover and President-elect Roosevelt may 
have far-reaching consequences. 





